Montana Title Loan Act
31-1-801. Short title. This part may be cited as the "Montana Title Léati'.
History: En. Sec. 1, Ch. 455, L. 2001.

31-1-802. Purpose -- rules -- scope -- fees. (1) The purpose of this part is to protect
consumers who enter into short-term, high-ratedoaith lenders from abuses that occur
in the credit marketplace when the lenders aregutaged.

(2) The department may adopt rules to impldrttemprovisions of this part. The rules
may include but are not limited to rules estabhghiorms and procedures for licensing,
rules pertaining to acceptable practices at a legsifocation, rules establishing
disclosure requirements, and rules establishingotaint and hearing procedures.

(3) This part does not apply to pawnbrokers.

(4) This part may not be construed as affgatinany way the method of perfecting
security interests on personal property providedcfsewhere in law.

(5) Fees collected under this part must besiégd in an account in the state special
revenue fund to be used by the department in cayryut its supervisory functions under
this part.

History: En. Sec. 2, Ch. 455, L. 2001; amd. Sec. 1, Ch, 1.73003; amd. Sec. 9, Ch. 163, L. 2005.

31-1-803. Definitions. For the purposes of this part, the following digioms apply:

(1) "Borrower" means the owner of any titlextgpnal property who pledges the
property to a title lender pursuant to a title |@mneement.

(2) "Capital assets" means the assets ofsopdess the liabilities of that person.
Assets and liabilities must be measured accordirggherally accepted accounting
principles.

(3) "Certificate of title" means a state-isswertificate of title or certificate of
ownership for personal property deposited witttla tender as security for a title loan
pursuant to a title loan agreement.

(4) "Department” means the department of adhtnation provided for ir2-15-1001

(5) "Person” means an individual, corporatjmertnership, limited partnership,
limited liability company, limited liability partrmship, association, or other entity.

(6) "Pledged property" means personal propéeyownership of which is evidenced
and delineated by a state-issued certificate lef tit

(7) "Title lender" means a person who hasifjadlto engage in the business of
making title loans pursuant to this part and manstat least one title loan office in this
state.

(8) "Title loan" means a loan secured by aeneambered state-issued certificate of
title or certificate of ownership to personal pragewith an original term of 30 days.

(9) "Title loan agreement” means a writtereagnent between a borrower and a title
lender in a form that complies with the requirersearitthis part.

(10) "Title loan office" means the locationgemises where a title lender regularly
conducts business.



(11) "Titled personal property" means any peas property the ownership of which
is evidenced and delineated by a state-issuedicatdi of title.

History: En. Sec. 3, Ch. 455, L. 2001; amd. Sec. 221(1)488, L. 2001; amd. Sec. 2, Ch. 178, L.
2003.

31-1-804. Licensureof titlelenders. (1) It is unlawful for any person to act astketi
lender unless the person has first been licensedebglepartment.

(2) (a) All title loan agreements entered ibyoa person who acts in violation of the
license requirements of this part and all titledgies accepted by the person are void.

(b) Any borrower who enters into a title lcagreement with a person who acts in
violation of the provisions of this part may notlb@und by the terms of the title loan
agreement, and the borrower's only liability istfee return of the principal sum
borrowed plus interest at the rate set by statutenferest on judgments.

History: En. Sec. 4, Ch. 455, L. 2001.

31-1-805. Qualificationsfor licensure. (1) To be eligible for licensure as a title lender
an applicant must be a natural person residingignstate, a business entity formed under
the laws of this state, or a foreign businesseqtialified to conduct business in this
state.

(2) (a) The application for licensure mustrogvriting, under oath, and in the form
prescribed by the department.

(b) The application must contain:

(i) the name of the applicant;

(i) the date of formation if a business antit

(i) the physical address of each title ladfice to be operated;

(iv) the name and resident address of the ownpartners or, if a corporation or
association, of the directors, trustees, and grai®fficers; and

(v) any other pertinent information that thepdrtment may require.

(3) The department may not issue or renewem$e if findings are made that the
criminal history of any employees of the applicanthe time of application demonstrates
any convictions involving fraud or financial dishesty or if the findings show civil
judgments involving fraudulent or dishonest finahdealings.

(4) An applicant for licensure shall pay aplagation fee of $500, unless less than 6
months remain in the calendar year, in which chsdde is $250, and an annual license
renewal fee of $500 for each title loan office tthe applicant intends to operate or
operates in this state.

(5) (a) Each license must specify the locatibthe specific title loan office to which
it applies and must be conspicuously displayetantitle loan office.

(b) Before any title loan office location miag changed or moved by the title lender,
the department shall approve the change of lochyoendorsing the license for that title
loan office or mailing the licensee a new licensethat title loan office without charge.

(6) (a) Upon the filing of the application attiek payment of the fee by a person
eligible to apply for a title lender’s license, thepartment shall issue a license to the
applicant to engage in the title loan businessooedance with the provisions of this part
for a period that expires on the last day of Decanfidllowing the date of its issuance.



(b) Each license must be uniquely numberednaag not be transferred or assigned.
Renewal licenses are effective for a period of drye

(7) Each licensee shall post a bond in theuarhof $10,000 for each location. The
bond must continue in effect for 2 years afterlitensee ceases operation in this state.
The bond must be available to pay damages andtpent consumers harmed by a
violation of this part.

(8) More than one place of business may nohamtained under the same license,
but the department may issue more than one licdente same licensee if the licensee is
otherwise qualified.

History: En. Sec. 5, Ch. 455, L. 2001; amd. Sec. 1, Ch, 12P005.
31-1-806 through 31-1-809 reserved.

31-1-810. Examinations -- fees. (1) The department may conduct an examination of a
licensee's title lending operation at any timertsuge that the licensee is in compliance
with the provisions of this part.

(2) A licensee shall pay the department d@rfeabe amount of $300 a day for each
examiner required to conduct an annual examination.

(3) A licensee shall make available to a depant examiner the information required
under31-1-815or as required by rule.

(4) Completion of an annual examination mumsthe absence of the department's
finding of just cause to revoke or suspend a liegnenstitute grounds for license
renewal.

History: En. Sec. 6, Ch. 455, L. 2001.

31-1-811. License revocation or suspension -- penalty. (1) If the department finds, after
notice and hearing or opportunity for hearing, ew/ed in the Montana Administrative
Procedure Act, that any person, licensee, or aoff@gent, employee, or representative of
the licensee has violated any of the provisiorthisfpart, has failed to comply with the
rules, regulations, instructions, or orders proratéd by the department, has failed or
refused to make required reports to the departnoeias furnished false information to
the department, the department may impose a @walby not to exceed $1,000 for each
violation and may issue an order revoking or sudpenthe right of the person or
licensee, directly or through an officer, agentptayee, or representative, to do business
in this state as a licensee.

(2) A revocation, suspension, or surrendex iéense does not relieve the licensee
from civil or criminal liability for acts committegdrior to the revocation, suspension, or
surrender of the license.

History: En. Sec. 7, Ch. 455, L. 2001; amd. Sec. 3, Ch, 1.73003.
31-1-812. Complaint procedure. The department shall maintain a list of licengbes is

available to interested persons and to the gepetdic. The department shall also
establish by rule a procedure under which an agggieonsumer or any member of the



public may file a complaint against a licenseeroualicensed person who violates any
provision of this part. The department may holdrimegs, make findings of fact or
conclusions of law, issue cease and desist ordfes, the matter to the appropriate law
enforcement agency for prosecution for a violatbthis part, seek injunctive or other
relief in district court, or revoke or suspendcehse granted under this part.

History: En. Sec. 8, Ch. 455, L. 2001.
31-1-813 through 31-1-814 reserved.

31-1-815. Information and annual reports. (1) Each licensee shall keep books,
accounts, and records that will enable the departttoedetermine if the licensee is
complying with the provisions of this part and $ma&intain any other records required
by the department. The department is authorizexamine the records at any reasonable
time. The records must be kept for 2 years follgytime last entry on a title loan and
must be kept according to generally accepted adocwuprocedures that include an
examiner being able to review the recordkeepingrandncile each title loan with
documentation maintained in the borrower's loanricords.

(2) Each licensee shall file, on forms prdsedi by the department, an annual report
with the department on or before March 31 for tABendonth period in the preceding year
ending as of December 31. The report must disc¢iodetail and under appropriate
headings:

(a) the resources, assets, and liabilitieb@licensee at the beginning and the end of
the period;

(b) the income, expense, gain, loss, and balaheets;

(c) the total number of title loans made ie ylear ending as of December 31 of the
previous yeatr;

(d) the total number of title loans outstamgdas of December 31 of the previous year;
and

(e) verification that the licensee has noduseriminal process or caused a criminal
process to be used in the collection of any tdbnk or used any civil process to collect
the payment of title loans not available to tidadlers under this part.

(3) A report must be verified by the oath fiiranation of the owner, manager, or
president of the title lender.

(4) (a) If a licensee conducts another busiess affiliated with other licensees
under this part or if any other situation existslemwhich allocations of expense are
necessary, the licensee shall make the allocatioording to appropriate and reasonable
accounting principles as approved by the department

(b) Information about any other business catetlion the same premises where title
loans are made must be provided as required bgethartment.

(5) Each licensee shall file a copy of thecltisure pamphlets described3h-1-819
with the department prior to the date of commencg#rogbusiness at each location, at
the time that any changes are made to the pampatetsannually upon renewal of the
license. These pamphlets must be available toasted parties and to the general public
through the department.



History: En. Sec. 9, Ch. 455, L. 2001.

31-1-816. Titleloan requirements -- liability of borrower -- right of rescission --
arbitration. (1) Any licensed title lender may engage in theihess of making loans
secured by a certificate of title subject to thevimsions of this part.

(2) Every title loan must be reduced to wgtin a title loan agreement. Each title loan
agreement must provide that:

(a) the title lender agrees to make a loamarfiey to the borrower and that the
borrower agrees to give the title lender a secumtigrest in unencumbered titled personal
property owned by the borrower;

(b) the borrower consents to the title leridsping possession of the certificate of
title;

(c) (i) the borrower has the exclusive righteédeem the certificate of title by repaying
the loan of money in full and by complying with ttitke loan agreement for an agreed
period of time;

(ii) the borrower may rescind the transactipby 5 p.m. of the title lender's first
business day following the day that the loan wascated, the borrower provides the title
lender with cash or certified funds equaling 100Rthe amount loaned to the borrower.
A title lender may not charge a borrower any festarest if the borrower rescinds the
loan as provided in this subsection (2)(c)(ii). Eptas provided in this subsection
(2)(c)(ii), a borrower does not have a right tacred the loan unless the title lender
agrees to the rescission.

(d) (i) the title lender may renew the tittah for additional 30-day periods beyond
the original term provided that beginning with gieth extension or continuation, and for
each subsequent extension or continuation, th@werrmust reduce the principal
amount by at least 10% of the original principaloamt of the loan; and

(ii) if the borrower fails to reduce the pripal amount as required by subsection
(2)(d)(i), the title lender may at its option:

(A) declare outstanding principal and any fioe charges due and payable; or

(B) solely for the purpose of calculating thrance charge, reduce the amount of the
principal balance by 10%, with the understandirag that portion of the principal is still
owed by the borrower but that portion of the loaaymot accrue interest or finance
charges after that date;

(e) when the certificate of title is redeemtbea, title lender shall release its security
interest in the titled personal property and rethipersonal property certificate of title
to the borrower;

(f) () upon failure of the borrower to rede¢ne certificate of title at the end of the
original 30-day agreement period or at the endhgfagreed-upon 30-day renewal or
subsequent renewals, the borrower shall delivetitlliee personal property to the title
lender at the location specified in the title l@agreement; and

(ii) the borrower shall deliver the titled penal property to the title lender in
substantially the same condition that it was ithattime that the borrower entered into
the loan, minus normal wear and tear;

(9) if the borrower fails to deliver the tidgersonal property to the title lender, the
title lender must be allowed to take possessidhetitled personal property;

(h) upon obtaining possession of the titlecspeal property, the title lender is



authorized to sell the titled personal property emdonvey to the buyer good title,
subject to the waiting periods provided fo3it+-1-820 and

(i) a borrower who does not redeem a pledgetificate of title is not personally
liable to the title lender to repay principal, irgst, or expenses incurred in connection
with the title loan and that the title lender shatik solely to the titled personal property
for satisfaction of the amounts owed under the tadhn agreement.

(3) The security interest provided for in sedigon (2)(a) is not perfected unless it is
filed in accordance wit61-3-103

(4) Any borrower who obtains a title loan frantitle lender under false pretenses by
hiding or not disclosing the existence of a valighplien or security interest affecting the
titled personal property is personally liable te thile lender for the full amount stated in
the title loan agreement, including interest angemses incurred by the title lender in
connection with the loan.

(5) (a) A loan agreement may not contain adagory arbitration clause that is
oppressive, unconscionable, unfair, or in substhdgrogation of a borrower's rights.

(b) A mandatory arbitration clause that comphvith the applicable standards of the
American arbitration association must be presuroetbt violate the provisions of
subsection (5)(a).

History: En. Sec. 10, Ch. 455, L. 2001; amd. Sec. 39, Th, K. 2003; amd. Sec. 3, Ch. 210, L. 2005.

31-1-817. Interest rates -- fees charged. (1) The maximum rate of interest that a title
lender shall contract for and must receive for mgkind carrying any title loan
authorized by this part may not exceed:

(@) 25% for each 30-day period for the portiba loan that does not exceed $2,000;

(b) 18% for each 30-day period for the portidra loan exceeding $2,000 but not
exceeding $4,000; and

(c) a 10% percentage rate for each 30-daypggeplus fees, on the portion of a loan
that exceeds $4,000.

(2) Title lenders may charge their actual s@strecording liens on borrowers'
certificates of title.

(3) Title lenders may charge a service chaagegrovided ir27-1-717 if there are
insufficient funds to pay a check on the date espntment. Title lenders may not collect
damages unde&t7-1-71713) based upon the presentment of an insufficiemtd$ check.

History: En. Sec. 11, Ch. 455, L. 2001; amd. Sec. 4, C8, 11.72003.

31-1-818. Titleloan agreements -- required disclosures. Each title loan agreement
must disclose the following:

(1) all disclosures required to be made utiderfederal Truth in Lending Act;

(2) that the transaction is a loan securethbypledge of titled personal property;

(3) the identity of the parties to the titt@h agreement, including the name, business
address, telephone number, and certificate nunfiiéeditle lender and the name,
resident address, and identification of the bormwe

(4) the monthly interest rate to be charged;

(5) the allowable fees and expenses to begelao the borrower upon redemption of



the certificate of title;

(6) the date on which the borrower's exclusight to redeem the pledged certificate
of title pursuant t@1-1-820expires;

(7) the location where the titled personalpemty is to be delivered if the certificate of
title is not redeemed and the hours that the lonas open for receiving deliveries;

(8) that if the titled personal property isdsby the title lender, any proceeds of the
sale in excess of the amount owed on the loanl@deasonable costs of repossession
must be paid to the borrower;

(9) that any attempt by a borrower to obtare@acement certificate of title on a
motor vehicle during the active term of a loan urities part may be a violation 6fL-3-
204 and may be subject to the penalty provision8168-601 and

(10) any additional disclosures considereceasary by the department.

History: En. Sec. 12, Ch. 455, L. 2001.

31-1-819. Required disclosure pamphlet. Before entering into a title loan agreement,
the licensee shall deliver to the consumer a paghinépared by or at the direction of
the department that:

(1) explains, in simple language, all of tk@sumer's rights and responsibilities in a
title loan transaction;

(2) includes a telephone number to the depantisoffice that handles concerns or
complaints by consumers;

(3) informs consumers that the departmentiseo€an provide information about
whether a lender is licensed and other legallylalks information; and

(4) in a manner that is more conspicuous tharother information provided in the
pamphlet and that is in at least 14-point bold fspe, furnishes a statement that "you
cannot be prosecuted in criminal court for collectof this loan".

History: En. Sec. 13, Ch. 455, L. 2001.

31-1-820. Redemption of certificate of title -- failureto take possession. (1) (a) Except
as otherwise provided in this part, the borrowanstled to redeem the certificate of title
upon timely satisfaction of all outstanding obligat agreed to in the title loan
agreement.

(b) Upon expiration or default of a title loagreement and of the renewal or renewals
of the title loan agreement, if any, the title lenghall give written notification to the
borrower of the borrower's right to redeem theitteate of title and shall retain
possession of the certificate of title for at le2@tdays after providing the notification.

(c) If the borrower fails to redeem the cerdte of title before the lapse of the 20-day
holding period, the borrower shall forfeit all riglitle, and interest in and to the titled
personal property to the title lender, who acquaesbsolute right of title to the titled
personal property. The title lender may sell opdge of the pledged property.

(2) The title lender has, upon default byhlberower of any obligation pursuant to the
title loan agreement, the right to take possessidhe titled personal property.

(3) In taking possession, the title lendethertitle lender's agent may proceed without
judicial process if this can be done without breatthe peace or, if necessary, may



proceed by judicial process.

(4) If the title lender takes possession eftitied personal property, either personally
or through its agent, at any time during the 20-dalgling period provided in subsection
(1), the title lender shall retain possessionegiffersonally or through its agent, of the
titled personal property until the expiration oéthO-day holding period.

(5) If during the 20-day holding period thertmaver redeems the certificate of title by
paying all outstanding principal, interest, andeotfees stated in the title loan agreement
and, if applicable, repossession fees and stoesage the borrower must be given
possession of the certificate of title and theditbersonal property without further
charge.

History: En. Sec. 14, Ch. 455, L. 2001.

31-1-821. Records of title loan agreements. (1) Each title lender shall keep a
consecutively numbered record of each title loale@gent executed. In addition to a
copy of the title loan agreement, the record mudtuide the following:

(a) a clear and accurate description of titedtpersonal property, including its vehicle
identification or serial number, license plate nemlyear, make, model, type, and color,
if applicable;

(b) the date of the title loan agreement;

(c) the amount of the loan made pursuantdditle loan agreement;

(d) the date of maturity of the loan; and

(e) the name, social security number, residddtess, and type and an identification
number of a photo identification of the borrowedavhether the borrower is over 18
years of age.

(2) The title lender shall make a good andlesphotocopy of the photo identification
of the borrower or shall take an instant photografotme borrower, which photocopy or
photograph must be attached to the title lendepy of the title loan agreement.

(3) The borrower and the title lender or title tender's employee or agent shall sign
the title loan agreement, and the borrower mugtrbeided with a copy at the time of
signing.

(4) (a) The title lender shall keep the nunelderecord and a copy of a title loan
agreement for a period of not less than 2 years the date of the closing of the last
transaction reflected in the record. The date efiéist transaction, as used in this
subsection, means, in the case in which a borrosgeremed the pledged certificate of
title, the date of the redemption and, in the ¢asehich a borrower does not redeem the
pledged certificate of title, the date on which title lender sells the titled personal
property.

(b) A title lender who ceases engaging inlthginess of making title loans shall keep
all records in the title lender's possession fpeaod of not less than 2 years from the
date on which the title lender ceased engaginberbtisiness.

(5) The records required to be maintainedhligysection must be made available for
inspection by any employee of the department upquoest during ordinary business
hours without warrant or court order.

History: En. Sec. 15, Ch. 455, L. 2001.



31-1-822. Safekeeping of certificates of title -- liability insurance -- liability. (1) A
person engaged in the business of title lendinl phavide a safe place for the keeping
of the pledged certificates of title and for thegimg of pledged property delivered to the
title lender pursuant to the terms of any titlen@greement.

(2) A person engaged in the business oflatiding shall maintain premises liability
insurance in an amount of not less than $100,008&0h occurrence for the benefit of
consumers and employees who visit or work at theelénding office.

(3) A person engaged in the business oflatiding is immune from liability for any
loss or injury occasioned or caused by the uséenlged property unless the pledged
property is actually in the possession of the tdfeder.

(4) A person engaged in the business oflatiding is strictly liable to the borrower
for any loss to pledged property in the possessidhe title lender but only if the
borrower makes a redemption of the pledged progerty to the expiration of the 20-
day holding period provided 81-1-820

History: En. Sec. 16, Ch. 455, L. 2001.
31-1-823 through 31-1-824 reserved.

31-1-825. Prohibited acts. (1) A title lender may not:

(a) accept a pledge from a person under 1& ydaage;

(b) make any title loan agreement giving itle tender any recourse against the
borrower other than the rights granted title lesderder this part;

(c) accept any waiver, in writing or otherwiséany right or protection accorded a
borrower pursuant to this part;

(d) fail to exercise reasonable care to ptdtem loss or damage certificates of title
or titled personal property in the physical possessf the title lender;

(e) purchase titled personal property for peas use that was repossessed from the
borrower by the title lender;

(f) enter into a title loan agreement unléesliorrower presents clear title to the titled
personal property at the time that the loan is naamtkthe title is retained in the physical
possession of the title lender;

(g9) hold a title for more than 30 calendarsla§thout perfecting the title lender's
security interest;

(h) threaten to use or use a criminal progessis or any other state to collect on the
loan made to a consumer in this state or any praitess to collect the payment of titled
loans not available to title lenders under thig;par

(i) use any device or title loan agreement Wauld have the effect of charging or
collecting more fees, charges, or interest thasdfalowed by this part;

() engage in unfair, deceptive, or fraudulergctices in the making or collection of a
title loan;

(k) knowingly violate any provision of or rugomulgated pursuant to this part; or

() include any of the following provisions ihe title loan agreement:

(i) a hold harmless clause, provided thatl@ liender is not liable to the borrower or a
third party for injuries to or damages sustainedh®yborrower or a third party as the
result of an accident involving personal propeatyhich the title lender holds the



certificate of title;

(ii) a confession of judgment clause;

(i) any assignment of or order for paymehwages or other compensation for
services;

(iv) a provision in which the consumer agreesto assert any claim or defense
arising out of the contract; or

(v) a waiver of any provision of this part.

(2) If a title lender enters into a transagttmntrary to this section, any lien or security
interest obtained by the title lender is void.

History: En. Sec. 17, Ch. 455, L. 2001; amd. Sec. 5, C8, 11.72003.

31-1-826. Civil remedies. (1) The remedies provided in this section are dative and
apply to licensees and unlicensed persons to whanpart applies.

(2) Any intentional violation of this part csiitutes an unfair or deceptive trade
practice.

(3) A person found to have intentionally viele this part is liable to the consumer for
actual and consequential damages, plus statutonagies of $1,000 for each violation,
plus costs and attorney fees.

(4) A consumer may sue for injunctive and otiygpropriate equitable relief to stop a
person from violating any provisions of this part.

(5) The consumer may bring a class actiontewenforce this part.

(6) The remedies provided in this sectionrepeintended to be the exclusive remedies
available to a consumer for a violation of thistpar

History: En. Sec. 18, Ch. 455, L. 2001; amd. Sec. 6, C8, 1.72003.
31-1-827. Criminal penalties. A person, including a member, officer, or direaiba
title lender, who knowingly violates this part isilgy of a misdemeanor and, on
conviction, is subject to a fine in an amount natezding $1,000 or imprisonment not
exceeding 6 months, or both.

History: En. Sec. 19, Ch. 455, L. 2001.



